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firms experienced in property manage-
ment to compete for contracts that
provide for an exclusive right to man-
age and list specified properties in a
given area.

(ii) In areas where a broker has an
exclusive right to list properties, a pur-
chaser may use a broker of his or her
choice. The purchaser’s broker must
submit the bid to HUD through the ex-
clusive broker.

[64 FR 6480, Feb. 9, 1999, as amended at 64 FR
50225, Sept. 15, 1999]

Subpart C—Sales Procedures

SOURCE: 64 FR 6481, Feb. 9, 1999, unless oth-
erwise noted.

§291.200 Future REO

method.

(a) Under this method of property
disposition, HUD will enter into a prop-
erty acquisition agreement (or agree-
ments) with a transferor (or trans-
ferors), which shall provide for the
right and obligation of the trans-
feror(s) to acquire a future quantity of
properties designated by HUD as they
become available. The transferor(s)
will be selected through a competitive
process, conducted in accordance with
applicable laws. HUD will negotiate the
specific terms of the property acquisi-
tion agreement(s) with the selected
transferor(s). The properties will be
available on an ‘‘as-is” basis only,
without repairs or warranties.

(b) Eligible entities. An individual,
partnership, corporation, or other legal
entity will not be eligible to partici-
pate in this process if at the time of
the sale, that individual or entity is
debarred, suspended, or otherwise pre-
cluded from doing business with HUD
under 24 CFR part 24.

acquisition

§291.205 Competitive sales of indi-
vidual properties.
When HUD conducts competitive

sales of individual properties to indi-
vidual buyers, it will sell the properties
on an ‘‘as-is’’ basis, without repairs or
warranties, and it will follow the sales
procedures provided in this section.

(a) General. (1) Properties that are
sold on an individual competitive bid
basis are sold through local real estate
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brokers,
§291.100(h).

(2) For properties being offered with
insured mortgages, priority will be
given to owner-occupant purchasers, as
defined in §291.5, for a period of up to 30
days, as determined by HUD. For prop-
erties offered without insured mort-
gages, priority will be given to govern-
mental entities and nonprofit organiza-
tions prior to other owner-occupant
purchasers.

(b) Net offer. (1) The net offer is cal-
culated by subtracting from the bid
price the dollar amounts for the financ-
ing and loan closing costs and the bro-
ker’s sales commission, as described in
paragraph (b)(2) of this section.

(2) If requested by the purchaser in
the bid, HUD will pay all or a portion
of the financing and loan closing costs
and the broker’s sales commission, not
to exceed the percentage of the pur-
chase price determined appropriate by
the Secretary for the area. In no event
will the total amount for broker’s sales
commission exceed 6 percent of the
purchase price, except for cash bonuses
offered to brokers by HUD for the sale
of hard-to-sell properties.

(c) Acceptable bid. HUD will accept
the bid producing the greatest net re-
turn to HUD and otherwise meeting the
terms of HUD’s offering of the prop-
erty, with priority given to owner-oc-
cupant purchasers as described in para-
graph (a)(2) of this section. The great-
est net return is calculated based on
the net offer, as described in paragraph
(b) of this section.

(d) Bid period. (1) HUD will establish
a bid period for properties available for
sale. Generally, the bid period will be
10 days, but may be lengthened or
shortened by HUD. After properties are
initially advertised, bids may be sub-
mitted by all potential purchasers.
However, in the case of properties of-
fered with insured mortgages, HUD
may give priority to owner-occupant
purchasers for a period of up to 30-days,
as described in paragraph (a)(2) of this
section.

(2) HUD may treat all bids received
during a specified period of time during
the bid period to have been received si-
multaneously. HUD may also choose to
review bids on a daily basis, with all

except as provided in
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bids submitted during each day consid-
ered to have been received simulta-
neously. HUD may use either (or both)
of these methods during the bid period,
as described in the bid materials ac-
companying a particular sale.

(3) Offers received on a property be-
fore the bid period begins will be re-
turned. Offers received after the bid pe-
riod will not be considered at the bid
opening, but will be considered during
the extended listing period if no ac-
ceptable bid was received during the
bid period (see paragraph (f) of this sec-
tion).

(e) Full price offers. HUD local offices
that operate under a ‘‘full price offer”
program open offers at specified times
during the bid period. If an offer for the
full list price and otherwise meeting
the terms of the offering is received, it
will be accepted at the time of the
opening and the bid period cancelled.

(f) Extended listing period. Properties
not sold during the bid period will re-
main available for an extended listing
period. All bids received on each day of
the extended listing period will be con-
sidered as being received simulta-
neously, and will be opened together at
the next scheduled daily bid opening.
Properties that fail to sell within 45
days after being offered for competitive
bidding will be reanalyzed and made
available for sale. If a property’s price
or terms are changed, it may be subject
to another competitive bid period as
described in paragraph (d) of this sec-
tion.

(g) Bid requirements. (1) All successful
bids submitted, whether during the bid
period or the extended listing period,
must be in a form prescribed by HUD,
and must be submitted in accordance
with procedures established by HUD. If
the purchase is to be an insured sale, a
local HUD office may also require that
supporting exhibits for mortgage credit
analysis accompany the initial submis-
sion of the bid. All bids not indicating
that the purchaser will occupy the
property will be considered as offers
from investor purchasers.

(2) Noncomplying bids will be re-
turned to the broker with an expla-
nation for the noncompliance decision
and information about whether the
property is still available.

§291.205

(h) Earnest money deposits. (1) The
amount of earnest money deposit re-
quired for a property with a sales price
of $560,000 or less is $5600, except that for
vacant lots the amount is 50 percent of
the list price. For a property with a
sales price greater than $50,000, the
amount of earnest money deposit re-
quired in the area is set by the local
HUD office, in an amount not less than
$500 or more than $2,000. Information
on the amount of the required earnest
money deposit is available from the
local HUD office or participating real
estate brokers.

(2) All bids must be accompanied by
earnest money deposits in the form of
a cash equivalent as prescribed by the
Secretary, or a certification from the
real estate broker that the earnest
money has been deposited in the bro-
ker’s escrow account. If a bid is accept-
ed by HUD, the earnest money deposit
will be credited to the purchaser at
closing; if the bid is rejected, the ear-
nest money deposit will be returned.
Earnest money deposits are subject to
total or partial forfeiture for failure to
close a sale.

(i) Multiple bids. Real estate brokers
may submit unlimited numbers of bids
on an individual property provided
each bid is from a different prospective
purchaser. If a purchaser submits mul-
tiple bids on the same property, only
the bid producing the highest net re-
turn to HUD will be considered. If a
prospective owner-occupant purchaser
submits a bid on more than one prop-
erty, the bid that produces the greatest
net return to HUD will be accepted and
all other bids from that purchaser will
be eliminated from consideration. How-
ever, if the prospective owner-occupant
purchaser has submitted the only ac-
ceptable bid on another property, then
that bid must be accepted and all other
bids from that purchaser on any other
properties will be eliminated from con-
sideration.

(j) Identical bids. In the case of iden-
tical bids submitted by an owner-occu-
pant purchaser and an investor pur-
chaser, HUD will select the bid sub-
mitted by the owner-occupant pur-
chaser. If identical bids are submitted
by two or more owner-occupant pur-
chasers, or by two or more investor
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purchasers, award will be determined
by drawing lots.

(k) Opening the bids. Unless the Sec-
retary specifically authorizes another
bid process:

(1) The successful bids will be opened
publicly at a time and place designated
by the local HUD office.

(2) Successful bidders will be notified
through their real estate brokers by
mail, telephone, or other means. Infor-
mation regarding losing bids will also
be made available either through elec-
tronic posting or by contacting the
local HUD office. Acceptance of a bid is
final and effective only upon HUD’s
execution of the sales contract, signed
by both the submitting real estate
broker and the prospective purchaser,
and mailing of a copy of the executed
contract to the successful bidder or the
bidder’s agent.

(1) Counteroffers. If all bids received
on a property are unacceptable, a local
HUD office may notify all bidders or
their brokers that HUD will accept an
offer equalling a predetermined net ac-
ceptable price. Bidders must submit an
acceptable offer before the established
bid cut-off period, to be determined by
the local HUD office. The highest ac-
ceptable offer received within the spec-
ified period of time, including any offer
received from a bidder who did not sub-
mit a bid during the bid period, will be
accepted, thus terminating the
counteroffer negotiations.

§291.210 Direct sales procedures.

When HUD conducts the sales listed
in §291.90(c), it will sell the properties
on an ‘‘as-is’ basis, without repairs or
warranties, and it will follow the appli-
cable sales procedures provided in this
section.

(a) Direct sales of properties without in-
sured mortgages to governmental entities
and private nonprofit organizations. (1)
State and local governments, public
agencies, and qualified private non-
profit organizations that have been
preapproved to participate by HUD, ac-
cording to standards determined by the
Secretary, may purchase properties di-
rectly from HUD at a discount off the
list price determined by the Secretary
to be appropriate, but not less than 10
percent, for use in HUD and local hous-
ing or homeless programs.
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(2)(i) Purchasers under paragraph
(a)(1) of this section must designate
geographical areas of interest by ZIP
code. Upon request, before those prop-
erties without insured mortgages are
publicly listed, HUD will assure that
governmental entities and nonprofit
organizations are notified in writing
when eligible properties become avail-
able in the areas designated by them.
HUD will coordinate the dissemination
of the information to ensure that if
more than one purchaser designates a
specific area, those purchasers receive
the list of properties at the same time,
based on intervals agreed upon between
HUD and the purchasers. A property in
this section will be sold to the first eli-
gible purchaser submitting an accept-
able contract. All bids received on the
same business day will be considered to
have been received simultaneously. In
the case of identical bids submitted on
the same business day, award will be
determined by drawing lots.

(ii) Purchasers under paragraph (a)(1)
of this section must notify HUD of pre-
liminary interest in specific properties
within 5 days of the notification of
available properties (if notification is
by mail, the 5 days will begin to run 5
days after mailing). HUD will provide a
consideration and inspection period for
these purchasers. The consideration
and inspection period will usually be
for ten days from the date of notifica-
tion of interest, but may be lengthened
or shortened by HUD, as appropriate.
Those properties in which purchasers
express an interest will be held off the
market for the duration of the consid-
eration and inspection period. Other
properties on the list will continue to
be processed for public sale. HUD may
limit the number of properties held off
the market for a purchaser at any one
time, based upon the purchaser’s finan-
cial capacity as determined by HUD
and upon past performance in HUD pro-
grams. At the end of the consideration
and inspection period, properties in
which no governmental entity or non-
profit organization has expressed a spe-
cific intent to purchase will be offered
for sale under the competitive bid proc-
ess. Properties in which a govern-
mental entity or nonprofit organiza-
tion expressed an intent to purchase,
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